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SPATIAL CHANGE AND THE DEVELOPMENT PROCESS: 
MARKETS AND AGENTS IN OFFICE DEVELOPMENT 

IN SÃO PAULO IN THE LATE 1980s 

1. INTRODUCTION 

In the recent past a number of changes have occurred 
in the spatial organisation of most national 
economies, with repercussions on the structure and 
operation of cities. Large cities in different parts of the 
world have been affected by similar processes of 
transformation, associated with changes in the 
structure of their economy which have meant a shift in 
jobs away from manufacturing and towards service 
activities (see, for instance, Friedmann 1986; 
Friedmann and Wolff 1982; Rolnik, Kowarik and 
Samekh 1990; Daniels 1991; Harris 1992; Polèse 1991; 
Sassen 1991; Lamelin et al. 1993). Although the precise 
characteristics and the intensity of changes in the 
spatial organisation of those cities varied according 
to specific circumstances particular to each of them, a 
noticeable component in most cases was a 
considerable production of space destined to house 
an increasing service sector. 

These changes have brought about the need to 
understand the mechanisms whereby they are 
produced, as a necessary step towards incorporating 
their consequences to the arena of policy. Those 
mechanisms, the set of social relations responsible 
for spatial transformation in  a particular time and 
society, are the main concern of this paper. 

As it is argued below, the understanding of those 
relations requires a complex dialogue between 
theoretical concepts and empirical evidence, capable 
of capturing the interaction of the singularities of a 
particular context with the universality of economic 
and social forces acting upon that context. Therefore, 
the argument developed in the ensuing sections is not 
intended as a general theoretical statement about the 
mechanisms of spatial change. It is, instead, an 
investigation into the nature and functioning of those 
mechanisms in a particular case, the development of a 
significant amount of highquality office space in the 
city of São Paulo, Brazil, from the mid 1980s to the early 
1990s, associated with the increase of the share of 
service activities in the economy of the city from the 
early 1980s onwards. i 

On the basis of the theoretical argument exposed in 
the following sections, three main questions are 
asked to the case. Firstly, the extent to which the 
demandsupply mechanisms present in the office 
market, especially those involving producers and 
users of offices, explain the nature and the dynamic of 
the wave of office development in São Paulo that took 
place from the early 1980s to the early 1990s, as well 

as the dominant features of the resulting built space. 
As a corollary, the extent to which the characteristics 
of that wave can be directly linked to the locational 
dynamics of the activities that use those offices. 

Secondly, the extent to which the composition and 
organisation of the various agents involved in the 
development of office space in São Paulo determined 
the dynamic and the outcome of changes in the built 
environment of the city and, therefore, how important 
they are to the understanding of how a particular set 
of economic and social phenomena was translated 
into spatial change. This question regards agency 
relationships, i.e. the various types of agents that were 
involved in the development of office space in São 
Paulo, their nature and their interactions. 

Thirdly, the ways in which the individual agents who 
were ultimately responsible for bringing about spatial 
change analysed, interpreted and responded to 
market signals, institutional constraints and other 
social, political and economic variables external and 
internal to the development process, and how that 
analysis and interpretation relate to the particular 
configuration of built environment they produced. This 
question concerns the mechanisms through which 
individual agents make their decisions and act. 

2. SPATIAL CHANGE: A THEORETICAL 
FRAMEWORK 

2.1 Spatial Change in its Economic Context 

The economic rationale for the concentration of 
offices in metropolitan areas worldwide, whether 
London or São Paulo, has been established by a now 
vast body of literature dedicated to the understanding 
of changes in the nature of capitalism and their spatial 
implications. 

It has been argued that those changes represent a 
structural transformation in the nature of capitalism, 
with the emergence of new sets of economic, social 
and, consequently, spatial relationships between 
sectors of the economy, countries and cities 
(Friedmann and Wolff 1982; Friedmann 1986; Smith and 
Feagin 1987; Castells 1989; Gottdiener and Pickvance 
1991; Sassen 1991). The consequence of those 
processes of transformation has been the emergence 
of a new type of city: the `Global City' (Sassen 1991), the 
`World City' (Friedmann and Wolff 1982; Friedmann 
1986), or the `Informational City' (Castells 1989). The 
restructuring of capitalism at a worldwide level has
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reinforced the role of selected large cities as 
command points for a spatially dispersed economy. 
They have become also the preferential sites of 
production for specialised business services needed 
for running a dispersed economy and for financial 
innovations that accompany the internationalisation 
and expansion of the financial industry, as well as 
centres for management and coordination, raising and 
consolidation of investment capital and, particularly, 
for the formation of a new international property 
market (Sassen 1991). 

From the perspective of economic agents, changes in 
the world economy have been linked to their 
adaptation to the internationalisation of trade, 
increasing global interdependence, intensive use of 
information technologies and a more complex pattern 
of linkages between services and manufacturing 
(Riddle 1986, 1987; Marshall, Damesick and Wood 1987; 
Price and Blair 1989; Bailly and Maillat 1991; Coffey and 
Bailly 1991; Daniels 1991; Moss and Brion 1991). 
Sectoral shifts within the service sector, the 
internationalisation of service corporations and the 
trade in services, the advances in information 
technology, and the search for economies of scale, 
agglomeration and specialisation, are seen to have 
produced a spatial pattern characterised by the 
concentration of service activities in metropolitan 
areas (Daniels 1991). Thus, the cores of metropolitan 
areas become sites for the clustering of a complex 
comprising headoffices of primary, secondary and 
tertiary firms, highorder financial establishments, 
and producer service firms that provide inputs to both 
(Coffey and Polèse 1987; Coffey and Bailly 1991; Polèse 
1991). 

However, spatial change cannot be understood merely 
as the spatial dimension of economic processes of 
change, as if its mechanisms were nothing but a 
reflection of structural determinants of the global 
economy or straightforward results of locational 
expectations of users of office space bidding for 
optimum sites for their activities (see, for instance, 
case studies in Savitch 1988; Fainstein 1994; Brindley, 
Rydin and Stoker 1989). 

In market economies the production and consumption 
of built space is mediated by the property market 
whose dynamic depends upon mechanisms with 
variable degrees of correspondence to those 
operating in the economy as a whole. 

On the demand side, the links between commercial 
property markets and investment markets in several 
countries points to other types of demand which 
behave according to a dynamic not entirely coincident 
with that of users demand. The growing importance of 
investors demand in the office market and within it, of 
institutional demand, has been demonstrated in a 

number of studies (Bateman 1985; Nabarro 1990; 
Leyshon, Thrift and Daniels 1990; McNamara 1990; 
Price and Blair 1989; Richard Ellis 1991). Tensions 
between users and investors demand has led some 
authors to refer to a supplydriven development 
industry, in which `the drive for development has 
switched from users requiring space to producers of 
space trying to anticipate the needs of users' 
(McNamara 1990: 98). 

This multifaceted character of the demand for built 
space, and the consequent forms of supply that have 
been created to meet it, have led to descriptions of the 
property market as an ensemble of different 
interacting markets: the user market, in which firms 
sell and buy space; the development market, a 
separate process in which new buildings are 
produced and old buildings are demolished; the 
investment market, in which rented buildings are 
traded between investors (Nabarro 1990). Therefore, 
each individual development can be thought of as an 
arena where the interests present in each of these 
markets interact. 

As with the demand for built space, the industry 
involved in the supply of such space is not an 
homogeneous set of actors, engaged collectively in 
the task of providing development as a direct 
response to needs created by the economy. This 
industry consists of several types of agents, such as 
landowners, builders, developers, financiers, property 
consultants, property managers, marketing 
consultants, etc, with different interests (Healey 
1992b). These agents come together in order to realise 
a process whose outcome is more than simply 
buildings as physical entities, as buildings 
themselves consist of material values for 
consumption, production and investment; bundles of 
property rights; physical structures with symbolic and 
aesthetic qualities. Besides, there is land exchange, 
development and construction; job creation in site 
preparation, service provision and construction 
(Healey 1992a). This multidimensional outcome 
express the often conflictive interests of the various 
agents who participate in its production performing 
different functions, each of them associated with its 
own set of objectives (Healey 1991). 
Thus, the driving forces behind the production and 
consumption of built space are heterogeneous, and 
they relate in varied ways to the overall conditions in 
the economy and to the needs of users of space. This 
heterogeneity implies a wide array of different and 
conflictive interests, whose combination varies over 
time. Therefore, spatial change is more often than not 
the expression of compromises between sets of 
dominant interests acting in a particular case rather 
than a direct response to spatial needs of economic 
activities.
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2.2 Spatial Change and the Development Process 
The conceptual impossibility of reducing spatial 
change to its underlying economic and social causes 
implies shifting the focus of the investigation towards 
the specific process whereby built space is produced, 
that is, the development process, defined as: 

... the transformation of the physical form, bundle of 
rights, and material and symbolic value of land and 
buildings from one state to another, through the 
effort of agents with interests and purposes in 
acquiring and using resources, operating rules 
and applying and developing ideas and values. 
(Healey 1992a: 36) 

The growing body of literature on the subject contains 
a diversified array of theoretical models conceived to 
explain the nature of the development process on the 
basis of one of three different dimensions of that 
process: its economic rationale; its sequence of 
constitutive events; the behaviour and decision 
making strategies of agents (Healey 1991, 1992a; Gore 
and Nicholson 1991). 

Thus, from a NeoClassical perspective, the 
development process has been explained as the result 
of the action of rational individuals in response to the 
demand for property, and regulated by price 
mechanisms which provide a balance between 
demand and supply. Accordingly, development is 
brought forth by economic signals sent by demand, 
which causes supply to come forward until a state of 
equilibrium is achieved. Provided that the smooth 
functioning of market mechanisms is not impeded by 
supplyside constraints, the economic agents 
involved in that activity will come together to produce 
development where and when demand requires 
(Lichfield and DarinDrabkin 1980). At an aggregate 
level, development activity is the result of the interplay 
of cyclical variations in the real economy, which 
indicate variations in users demand, in the money 
economy, which express the conditions of the 
provision of credit for development and levels of 
investment in property, and in the `property cycle', 
which reflects the supply of property (Barras 1983, 
1994; Barras and Fergusson 1987a, b; RICS 1994). 

Alternatively, from a Marxist perspective, the 
development process has been defined as a function 
of its position in the production and consumption of 
the built environment within the process of capital 
accumulation. Some authors draw directly from Marx's 
concept of the circulation of the three basic forms of 
capital, namely industrial, commercial and interest 
bearing, explaining the development process in terms 
of its function within the circuits of valorisation of 
capital under those three forms (Boddy 1981; Luithlen 
1992, 1993). Harvey adopts a broader concept of 
circulation of capital, with a primary circuit, in which 

commodities are produced and consumed allowing 
capital to expand, a secondary circuit, in which capital 
flows through the capital market into fixed capital and 
consumption assets, and a the tertiary circuit, in 
which capital flows through State functions into 
science and technology and into social expenditures 
(Harvey 1985). The production and consumption of the 
built environment is part of the secondary circuit of 
capital, to which capital is channelled when declining 
profit rates affect the primary circuit. The 
development process is ultimately, therefore, a 
function of the logic of capital as it moves through the 
circuits of accumulation. 

Others authors have concentrated on finding causal 
relations in the development process on the basis of 
its internal structure. On the one hand, a number of 
studies have focused on the sequence of events that 
constitute that process, unpacking it so as to locate 
when and where blockages and constraints are most 
likely to occur. While some studies define 
development as an activity conducted through a 
precise and invariable sequence of events, with a self 
contained logic, and clear beginning and end (Cadman 
and AustinCrowe 1978; Ratcliffe 1978; Punter 1985), 
others recognise the multiplicity of possible events 
and paths in any development process, the role of 
external influences in shaping events and paths and 
the connections between any defined set of events 
with those preceding and following it (Barret, Stewart 
and Underwood 1978). 

On the other hand, the recognition of the role of agents 
and of social relations within the development 
process gave origin to what has been termed `Agency' 
(Healey 1991) or `Behavioural' (Gore and Nicholson 
1991) models of the development process. Neo 
Classicalinspired models regard the actors as 
rational and autonomous individuals whose decisions 
are as a result of their rationallydetermined 
interpretation of market signals and therefore self 
explanatory. They range from simple interpolation of 
actors in a sequential flow of events to complex 
analyses of alternative routes of decisionmaking by 
key agents as a function of variations in their 
strategies (Bryant, Russworm and McLellan 1982; 
Drewett 1973; Goodchild and Munton 1985). Others 
however, regard actors as performers of roles 
determined to a large extent by the structure of 
society, and whose mutual relations are defined as a 
result of the struggle between the conflictive interests 
embedded in those roles (Massey and Catalano 1978, 
McNamara 1988). For these models, actors' decisions 
and actions can only be understood in their 
relationship with other actors and with society as a 
whole. They concentrate on the `roles' or `functions' 
performed by individual actors and on the relationship 
between them, defining development as a process 
whereby actors performing specific functions



4 

exchange various resources upon which they have 
different degrees of control (Barret and Whitting 
1983). The possession of different pools of resources 
causes different perspectives regarding the 
development process and, consequently, different 
objectives in it, defined by how these perspectives 
relate to circumstances outside that process. The 
conceptual link between 'roles' and the structure of 
the economy also suggests that the activity of agents 
in the development process can be viewed as a 
function of decisions made in key sectors of the 
economy (Ambrose 1986). 

However, these approaches have been criticised for 
providing only limited and partial insights into the 
complex ensemble of social and economic relations 
that make up the development process (Healey 1991, 
1992a; Gore and Nicholson 1991). The emphasis solely 
on the economic rationale of the development 
process, on its structure, or on the nature and the 
strategies of its participants, each considered 
individually, cannot capture the interactions among 
these elements and, therefore, cannot provide a clear 
picture of the complex set of causal relations involved 
in the production and use of built space. 

Healey contends that a model of the development 
process capable of combining the `understanding of 
structuring forces' with `an appreciation of the detail 
of social relations surrounding events' in that process 
should be based on `distinguishing different levels of 
analysis rather than placing the analytical emphasis 
on typologies of events, actors and interests' (Healey 
1992a: 36). She suggests an analytical progression 
through four levels: from a `mapping' exercise (the 
description of a development, the events in its 
production processes, the agencies involved and the 
outcomes produced); to the identification of roles in 
the production and consumption of the development 
and the power relations between agents; to the 
assessment of strategies and interests of actors in 
relation to the resources, rules and ideas relevant to 
the development examined; to the linkage of 
resources, rules and ideas to the social relations 
within which they exist, expressed `in the mode of 
production, mode of regulation and ideology of the 
society within which development is being 
undertaken' (Healey 1992a: 36). In this context, the link 
between agency and structure is to be established by 
linking empirically the roles, strategies and interests 
of agencies to `the material resources, institutional 
rules, and organizing ideas which agents 
acknowledge implicitly and implicitly in what they do 
(Healey 1992a: 35). 

Healey's approach suggests that agency is a concept 
whose definition is necessarily locally and 
historicallyspecific and, therefore, it cannot be 
established apriori but it can only be defined and 

theoretically explored on the basis of empirical 
evidence. This implies a relative autonomy of the 
complex sets of events, agents and social relations 
present in a development process, related to the 
agents' perception of their room for manoeuvre within 
patterns of ownership of resources and social and 
institutional rules, which can only be appreciated 
through empirical investigation. 

However, the relationship between `roles, strategies 
and interests' of agents, and `resources, rules and 
ideas' should not be conceived as merely a 
combination between the empirical (and contingent) 
on the one side, and the structural on the other, in 
which the former progressively disappears into the 
latter as the observer goes through successive 
analytical levels. The role of the contingent and 
specific has to be understood in the context of a 
dynamic given by conflicts and contradictions related 
to the structure of society, which is present at all 
levels and which shapes both terms of the equation. 
Therefore, the actual forms taken by the interaction 
between agency and structure in a specific context 
are key elements for the understanding of the 
development process and of spatial change. 

This relationship between agency and the structure of 
the economy and of society is dealt with by Ball's 
concept of `Structures of Building Provision', `sets of 
historically specific and countryspecific social 
relations involved in the creation and use of particular 
types of building' (Ball 1986: 448), defined by the 
agents' economic relation to the physical process of 
provision of built structures (production, exchange, 
distribution and use). As social products, those 
structures cannot be defined in abstract: they are the 
result of concrete struggles between the agents 
involved in the social creation and use of the built 
environment in each location and, therefore, 
characterised by an internal dynamic based on 
conflicts and contradictions between the constituent 
agents, between agents and wider social and 
economic processes, between agents in different 
structures of provision for dominance of markets, etc 
(Ball 1986: 456). It is in this relationship between 
structural determinants and historically and place 
specific sets of social relations that structures of 
building provision are constituted, which in turn 
shape the built form of cities (Ball 1986: 462). In this 
context, the autonomy of agency derives form the 
unpredictable outcomes of the struggles among 
agents caused by their different positions in the 
process of production and reproduction of capital. 

Ball's conceptualisation of the relationship between 
agency and structure provides a framework in which 
to locate Healey's analytical progression from the 
empirical to the theoretical. Events in the development 
process, the roles played by agents and  their
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strategies in what regards the use of resources, rules 
and ideas can be examined as various dimensions of 
the complex and dynamic process whereby social 
relations of production and consumption of the built 
environment are created, modified and made visible in 
the shape of buildings. 

Therefore, drawing on the debate on the nature of the 
development process, it is suggested here that spatial 
change is brought about by those agents involved in 
that process through their actions, which result from 
strategies they adopt to face the particular 
circumstances in which development takes place. 
However, neither are those circumstances entirely 
fortuitous, nor are  the actions taken by agents an 
expression of an universal rationality. Both are to 
some extent framed and shaped by the structural 
elements which constitute the economic, political, 
social and cultural environment in which agents act. 

Agents react  to what they perceive as opportunities to 
produce, acquire, occupy, regulate built space within 
given circumstances, and do so by trying to fulfil their 
expectations within the constraints posed by the 
activities of other agents, the rules and conditions that 
regulate the functioning of the economy, society, etc. 
Actions have a temporal dimension, they evolve in time 
through events in which agents interact with other 
agents with different and often conflictive 
expectations, and try to achieve their respective 
objectives through arrangements, bargaining, etc, 
which express, create and modify power relations 
among them. As agents' expectations, the patterns of 
interaction among these agents, and the nature of the 
constraints acting upon them are all to some extent a 
function of how society and the economy are 
constituted, the resulting spatial change comes as a 
function of `structure, in terms of what drives the 
development process and produces distinctive 
patterns in particular periods, and agency, in terms of 
the way individual agents develop and pursue their 
strategies' (Healey and Barret 1990: 90). 

The proposition that structure and agency have a 
different albeit interdependent dynamic implies 
examining both of them and their connections. As 
agency is to a great extent casespecific, investigative 
methods are likely to be shaped by the particular 
characteristics of actual development processes 
rather than by ideally and arbitrarily defined sets of 
events, agents and links with the economy and 
society. However, lest the connections between 
contingency and structural determinations are not 
missed, those methods need to provide devices for 
ordering and evaluating empirically verifiable 
evidence, in a way that they can be related to 
theoretically defined assumptions about the 
functioning of the economy and society, thus 
highlighting the tensions between particular and 

general without reducing one to the other. 

First, there is issue of the various analytical 
dimensions required in an investigation of the 
development process, from the empirically verifiable 
to theoretically proven constructs and to the 
assessment of their mutual relationship. As suggested 
by Healey, it involves the identification of the 
characteristics of a particular development and its 
outcomes, the main events in its history, the agents 
involved as well as the nexuses among them; the 
identification of roles and power relations in 
development; the identification of strategies and 
interests of agents; the understanding of the 
connections between development, agency, 
strategies and interests with the broader social 
relations within which they exist (Healey 1992a). 

Secondly, there is the issue of the historical and 
cultural dimensions of agency. The nature of the 
agents engaged in a particular development, the roles 
they perform, the links they establish among them, the 
strategies they adopt, are all linked to the nature of the 
development activity, of rules and institutions and of 
ideas and ideologies in a given society at a particular 
time. 

Thirdly, the relationship between agency and 
structure is bidirectional: agents' activity is 
conditioned by broader social and economic 
structures and, at the same time, their activity also 
shapes those structures. Thus, rather than univocal 
causal links between agency and structure whose 
outcomes can be determined beforehand, it is the 
case of a dynamic relation between two autonomous 
but interconnected spheres which takes form in 
particular development processes. 

It is contended here that those three issues, namely 
the multiplicity of analytical dimensions of the 
development process, the historical and cultural 
dimension of agency, and the interdependence 
between agency and structure, they hold the key to the 
understanding of the relationship between agency 
and structure in spatial change. Therefore, they have 
been adopted as the basis of the theoretical model 
required for the investigation of how spatial change 
was brought about by the growing presence of 
services and particularly officetype activities in São 
Paulo in the 1980s and early 1990s.
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3. SPATIAL CHANGE IN SÃO PAULO, AN 
OPERATIONAL MODEL 

3.1 Spatial Change, Agency and the Property 
Markets 

In societies whose economies are dominated by 
market relations, as it is the case with Brazil, the 
production and consumption of built space involve the 
operation of property markets. The actual extent of 
that involvement is likely to vary for different types of 
space, depending on the structure of the industry that 
produces them, on legal restrictions on land and 
property and on the proportion of usercommissioned 
development compared to speculative developments. 
In the case of prime office space in São Paulo in the 
1980s and early 1990s, the available data indicates 
the increasing dominance of the office property 
market as the main form of provision for that type of 
space (Richard Ellis 1991). Consequently, examining 
the change in the spatial structure of São Paulo 
expressed in the intense development of prime office 
space implies investigating how economic processes 
were translated into demand signals in the office 
market and how these signals were transformed by 
the development industry into built space in particular 
locations. 

Economic processes operating in both the national 
and the international economy generate various types 
of demand for new office space, which are then 
converted into actual development by the various 
agents that make up the development industry. This 
conversion from economic processes into demand for, 
and supply of, office space is mediated and influenced 
by Stateenforced rules and policies which shape the 
operation of the economy as a whole, the investment 
and property markets and the development activity. 
Thus, the dynamic of the economy, the structure and 
operation of the various types of demand for office 
space and of the property development industry, the 
development process and State action regarding 
these matters are all interconnected. Changes in the 
role and nature of service activities or in the 
characteristics of financial markets are reflected in 
the composition and operation of the user and 
investor markets for office space. In turn, the 
functioning of those markets is linked to that of the 
development industry and to the very structure of the 
development process. 

Spatial change appears, therefore, as a consequence 
of the activities of the user and investor markets and 
the property development industry, which are shaped 
by a complex pattern of relations between global and 
local economic factors, and local political, 
institutional, and therefore cultural and historical, 

determinations. 

Within this broader context, the development process 
mediates the activities of users, investors and the 
development industry. This process is the result of the 
intervention of several agents, who take decisions and 
act in the pursuit of their objectives, according to 
strategies they have defined, within limits defined by 
rules and socially accepted patterns of behaviour. 

However, agents' decisions are a function of how they 
perceive their interests, the opportunities offered to 
them by the property markets, their objectives and the 
strategies to attain them, which are related in turn to 
ideas regarding property markets, urban property, 
their own roles, the built environment, the city, etc. 

This `ideological' dimension of agency implies that 
agents' strategies can be only indirectly linked to the 
economic dynamic of the property markets, as their 
perception is mediated by the ideas they have 
regarding those market, their prospects and the rules 
that determine their functioning. 

Therefore, there are two dimensions in the 
relationship between agency, spatial change and 
economic processes. On the one hand, there is an 
objective dimension which is a function of how agency 
is structured in terms of its composition, the 
interactions among agents and the power relations 
that exist within that structure. Spatial change is 
made up of developments produced by the 
combination of specific types of economic agents 
bounded by a given framework of rules and 
procedures, which express the organisation of the 
economy and society in general, and of the 
development activity in particular. Consequently, to 
some extent the characteristics of those 
developments are themselves the direct result of that 
organisation, as they reflect the control of the 
development process by some agents rather than 
others, the economic logic of particular groups of 
agents instead of that of others, the prevalence of 
some forms of demand over others, etc. 

On the other hand, there is a less objective dimension 
related to the ways agents perceive and interpret the 
property market, its opportunities and their objectives 
in it, which are result of both objective facts and 
ideological constructs. Agents' perception of their 
context and of the opportunities within it influences 
their courses of action and their strategies in a 
development process and, consequently, also the 
spatial results of those actions and strategies. This is 
not to say that this dimension is completely 
autonomous from the economic and social relations 
that frame the development activity and the society in 
which this activity is inserted. Ideas are related to the 
material circumstances of which they originated, and
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they also change as a response to modifications in 
those circumstances; however, they are not 
coincident and their respective dynamics are not the 
same. 

Therefore, in their physical, temporal, institutional 
characteristics developments express not only the 
organisation of the economy and society, but also the 
ideas regarding property, urban and spatial issues 
which are prevalent among those agents involved in 
the development activity in a particular society at a 
given time. 

3.2. Agents and the Development Process 

Although the number and characteristics of the 
agents involved in the development process can vary 
enormously, the presence of specific types of agents 
in a development is not entirely fortuitous. It is related 
to the logic of the organisation of production and 
consumption of space in a society at a given time, 
which requires that some functions should be 
performed so that demand for space is translated into 
actual built space through the property markets. 

Therefore, agents can be defined and classified first 
and foremost by the functions they perform, rather 
than by their corporate nature, although the latter 
provide an important clue to the understanding of how 
these functions came into existence and how they are 
organised (Edwards 1995). 

Moreover, because it derives from the forms of 
organisation of the production and consumption of 
space in a given context, the concept of functions 
provides insights on the mode of entry of different 
types of agents in the development process, on the 
types of interests which are likely to be involved and 
on the strategies that may be adopted by agents in the 
pursuit of their objectives, beyond the idiosyncrasies 
of particular agents in a particular development. 

In modern capitalist societies the development 
activity requires a group of functions which express 
the issues of ownership of land, buildings and of rights 
over them; of control of the finance needed for the 
various activities associated with development; of 
promotion and orchestration of the many agents and 
actions involved in a development; of construction; of 
forms and conditions of use of the developed space 
(Edwards 1995; Chambert 1988). 

In general terms, office development in São Paulo 
during the 1980s and early 1990s involved a group of 
`core' functions which are not dissimilar to those 
suggested above. However, as it is shown below, the 
range of activities implied by those functions as well 
as their relative position in the development process 
express the prevailing forms of organisation of 

production and consumption of office space as they 
were constituted in São Paulo at the time. 

However, these functions have a temporal dimension, 
as the development process evolves through a 
sequence of events. This dimension is particularly 
important if it is considered that in a complex 
development it may take many years from its 
conception to its occupation and use, during which 
the economic and social context surrounding the 
development may itself change, and with it the relative 
position of agents. 

It was suggested earlier that the possible sequences 
of events affecting a development process are 
numerous by nature. Even if it is considered that event 
sequences themselves, similarly to functions, are to 
some extent a result of the forms of organisation of 
production and consumption of space in a society, the 
possible paths for a development can still vary 
enormously. Therefore, the issue is not one of 
representing all the possible sequences of events 
likely to be found in a particular context, but instead of 
identifying a sequence of basic events that reflects 
changes in the nature and in the role of the main 
functions over the history of a development or a group 
of contemporary developments. 

Therefore, as in Chambert's approach, the 
development process can be conceived as a sequence 
of functions which are performed during a number of 
identifiable phases in that process, changing in their 
nature from one phase to another (Chambert 1988). ii 
Thus, office development in São Paulo in the 1980s and 
early 1990s is represented as a sequence of 
interacting activities carried out by agents performing 
key functions over successive phases (Figure 1).The 
first function is that of `Ownership', involving the 
ownership of land, of the development itself and of the 
completed buildings as well as any other rights over 
both land and buildings. The second function is 
`Finance and Credit', which includes the provision of 
finance for the several activities involved in the 
development activity, from land acquisition, site and 
project preparation, construction, to the purchase of 
property and maintenance. The third function is 
`Promotion', encompassing the assembly of the site, 
the application for the legal licenses and permissions, 
the commissioning and supervision of projects and of 
construction works and the marketing of the 
development to buyers and users. The fourth function 
is `Production', which refers to the construction 
activity. The fifth is `Use', including the use of the land 
and buildings under either owneroccupancy or lease 
or any other arrangement. Finally, the sixth function is 
that of `Regulation', involving the direct intervention of 
the State in private developments, in this case the 
local State, through the concession of licenses, 
permissions and the exercise of building controls.
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The first phase  `Previous Use'  includes the 
functions performed in the site prior to development, 
especially those of ownership and use, which provide 
the  link between this phase and the next. The second 
phase  `Mediation'  encompasses all the functions 
required in the transition from the previous situation 
of the  site to the new development.  It  may  involve  the
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INTERACTIONS: 
1 owneruser agreement 
2 mediating land purchase 
3 mediating land purchase for production 
4 sale of property 
5 provision of credit for land purchase 
6 provision of credit for construction 
7 provision of long term credit 
8 ownerpromoter contract 
9 building contract 
10 concession of permissions and licenses 

Figure 1:  Functions, Phases and Interactions in the Development Process
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purchase  of  land  and  buildings  by  a  `Mediating 
Landowner'  (a  developer,  a  future  owneroccupier  or 
an  investor);  it  may  require  some  finance  for  the 
acquisition  of  land  if  that  takes  place,  for  site 
preparation  and  site  clearance  and  for  project 
preparation,  which  are  provided  either  by  an 
independent  financier,  or  the  landowners  or  the 
promoters  themselves;  it  certainly  involves  the 
orchestration  of  projects,  the  application  for planning 
permissions  and  other  types  of  licenses  and  it  may 
imply  the  assembly  of  the  site,  all  performed  by  a 
`Promoter'  (e.g.  a  developer),  or  by  the  `Mediating 
Landowners' themselves; it also requires the regulatory 
participation  of  the  local  State,  the  municipality,  for 
the  concession  of  permissions  and  licenses. The  third 
phase  `Development'  corresponds to those functions 
involved  in  the actual production  of  the development. 
Again,  there  is a  `Mediating Landowner' who may or 
may not be the same as in the previous phase; there is 
a  considerable  amount  of  finance  required  for  the 
construction  process,  probably  provided  by  some  type 
of  financier;  there  are  clear  `Promotion'  functions 
involved in this phase, such as project implementation 
and marketing, whether or not they are carried out by 
independent  developers;  there  is  a  `Production' 
function  represented  by  the  actual  construction, 
performed  by  a  contractor;  the  local  State  may  be 
involved again controlling building works or granting 
licenses  or  certificates.  Finally,  the  fourth  phase   
`Consumption'    includes  those  functions  that  are 
involved  in  the  longterm  use  of  the  completed 
development.  There  is  a  `Property  Owner',  either  an 
owneroccupier  or  an  investor,  who  controls  most  of 
the  rights  over  the  completed  development;  if  the 
`Property  Owner'  and  the  `Mediating  Landowner' 
differ,  then  finance  is  required  for  the  acquisition  of 
the  land  and  buildings,  provided  either  by  the 
purchasers  themselves or by an  independent  financier 
as longterm credit; in either case there is the need for 
finance to cover maintenance and the operational costs 
of  the  buildings;  there  is  a  `Use'  function,  which 
`completes  economically  the  development  process' 
(Edwards  1995),  involving  the  owners  themselves  or 
tenants with variable  rights and obligations regarding 
the buildings. 

Those  different  agents  performing  one  or  more 
functions  are  connected  to  one  another  by  several 
kinds  of  links  which  are  themselves  important.  As 
with  functions  and  phases,  links  represent  dominant 
social and economic relations. They reflect the system 
of rules and norms of conduct that frame the actions of 
agents in relation to one another and to some extent to 
society,  expressed  in  the  substance  and  form of  legal 
contracts,  agreements,  leases,  loans,  etc.  The 
particular  form  these  links  assume  in  each  case 
indicates  how  power  relations  among  agents  are 
constituted  and  how  they  evolve  over  time,  how 
different  functions  depend  on  others,  how  conflictive 

interests  are  coordinated  and  how  one  agents' 
strategies influences the others'. 

In  the  case  of  office  development  in  São  Paulo, 
especially  of  speculative  office  development,  the 
dominant forms of arrangement of the main functions 
in the development process throughout the four phases 
of that process suggest 10 main possible types of links 
among  agents,  although  their  actual  presence  in  any 
particular  development  will  depend  on  the  nature  of 
the agents operating in it. iii There are lease agreements 
between  owners  and  users  of  space  with  variable 
duration, with  their  terms defined by  the  federal  laws 
regulating  the  lease  of  property  and  the  amendments 
made to them during the 1980s and early 1990s; three 
forms of property purchase, namely a `mediating' land 
purchase involving the `Mediating Landowner' and the 
`Previous Landowner', a `mediating' land purchase for 
development  involving  the  landowners  in  the 
`Mediation'  phase  and  those  in  the  `Development' 
phase,  and  the  sale  of  the  completed  development  to 
the  `Property  Owners',  often  involving  form  of 
financial  participation  in  construction;  three  types  of 
contracts  for  the provision of  finance, the first related 
to  the  purchase  of  undeveloped  land  and  involving  a 
`Financier'  and  the  `Mediating  Landowners',  the 
second  linked  to  construction  and  involving  a 
`Financier' and the `Promoters', the third connected to 
the  purchase  of  the  completed  development  by  the 
`Property Owners',  in which  longterm  credit may  be 
involved;  the  contract  between  the  `Mediating 
Landowners'  and  the  `Promoters,  whereby  the  latter 
are  put  in  charge  of  orchestrating,  implementing  and 
marketing  the  development;  the  contract  between  the 
`Promoters'  or  the  `Mediating  Landowners'  and  the 
`Contractors';  the link between the local State and the 
`Promoters' and/or `Mediating Landowners' implied in 
the  application  for,  and  concession  of,  planning 
permission  and  other  licenses,  which  can  follow  the 
standard  procedures  of  planning  and  zoning 
legislation  or  involve  discretionary  measures  to  a 
considerable degree. 

These  links  among  agents  performing  specific 
functions  in  the production and consumption of office 
space,  together with  the nature of those functions, the 
institutional  characteristics  of  those  agents  and  their 
relative  position  in  each  phase  of  the  development 
process,  they  provide  the  basic  framework  for  the 
investigation of agency relations in the specific context 
of office development in São Paulo. 

4.  OFFICE DEVELOPMENT IN SÃO PAULO
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Ten  developments  were  analysed,  all  either  already 
completed  or  in  construction  at  the  time  of  the 
research,  totalling  approximately  1,100,000  m2  of 
built area, or between 500,000 m2 and 550,000 m2 of 
office  space  (see  Magalhães  1996)  (Table  1).  These 
developments  cannot  be  considered  a  statistically 
significant  sample  but  they  typify  to  some  extent  the 
prevalent  forms  of  production  and  consumption  of 
office space in São Paulo in the 1980s and early 1990s. 
They  are  located  in  the Av. Marginal  Pinheiros area, 
which  concentrated  two  thirds  of  all  office  space 
produced  in  the  period  and  therefore  constitutes  the 
clearest  case  of  spatial  change  associated  with  the 
expansion of officetype activities in the city (Map 1). 
Moreover,  all  the  selected  developments  are made  of 
prime  office  space,  i.e.  developments  with  relatively 
large  floor  areas  and  sophisticated  facilities,  which 
constituted  the  bulk  of  the  new office space produced 
in   the   period  and especially  in  the  Av. Marginal 
Pinheiros area  (Richard Ellis 1991). Besides, they are 
the  result  of  arrangements  involving  the  leading 
developers  in  the  São  Paulo  office  market.  As  part 
ofthe output of those agents involved in the production 
of the largest amounts 
Table 1: Selected Developments 

Developments (Names)  Total Built 
Areas (m2) 1 

Promoter  Promoter's total 
permitted area 
19861993 (m2) 2 

Centro Administrativo Philips  63,000  PSS  100,000 

Centro Empresarial Nações 
Unidas 

248,000 3  Bolsa de Imóveis de São 
Paulo 

296,000 

Edifício Bolsa de Imóveis  30,000 

Granja Julieta  70,000  Participações Morro 
Vermelho 

70,000 

Morumbi Office Tower  40,000  MBS/Grupo Multiplan  82,000 

Morumbi Square  21,000  Sulimob/Grupo Itaú  111,000 

Plaza Centenário  78,000  Construtora Centenário  110,000 

RGB International Center  180,000 4  RGB and Michel Milan  194,000 

São Paulo Office Park  158,000 5  Birmann and others  255,000 

World Trade Center de São 
Paulo 

178,000  Servlease/Hauscenter  178,000 

Total  1,066,000  1,396,000 

Source: Embraesp 1993; Promoters information 

1 Total approved area. 
2 Sum of area contained in all planning permissions issued by the Municipality of São Paulo for the promoter in 

the period (source: EMBRAESP 1993). 
3 Total area of three interconnected blocks of offices, of which only one has been built so far (approx. 80,000
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m2). 
4 Total area of seven separate office blocks and a hotel, of which only two office blocks have been built so far 

(approx. 30,000 m2). 
5 Total area of thirteen separate blocks of offices, of which eleven have been completed  (approx. 118,000 m2) 

and two are in construction (approx. 40,000 m2). 

of office space in the Av. Marginal Pinheiros area, 
these developments express the dominant 
conditions of production and consumption of 
office space in that area. 
Primary and secondary data from the history of 
the selected developments provided insights on 
how agency relationships were organised in São 
Paulo, which were the objectives pursued by the 
main agents and which strategies were adopted 
in the pursuit of those objectives, how agents 
defined their interests, objectives and strategies, 
and what shape the interaction between the 
various forms of demand and the supply of office 
space took in this particular context (see 
Magalhães 1996). 

4.1Structures of Organisation of Agency 
Relationships: 

The analysis of the selected developments shows 
the production of office space in São Paulo as the 
result of variable forms of articulation between 
two  major groups of agents,  acting  in  response 
to opportunities 

created in the office market. There is a first group 
centred on a property developer, acting as 
Promoter, Previous Landowner, Mediating 
Landowner, Financier for at least part of the 
process and often also as Contractor, and a 
second group formed by property investors, one 
or more with variable degrees of cohesion among 
them, playing the role of Property Owners and 
very often those of Financiers, Mediating 
Landowners and Promoters as well. The 
participation of the remaining agents seems by 
and large a function of that articulation. 

The types of relationship between property 
developers and different types of investors 
suggest that there were four distinctive forms of 
articulation between those two groups, with 
implications for the form and for the evolution of 
the development process. Moreover, the actual 
forms taken by that articulation in each of the 
cases appears to relate to the corporate nature of 
the components of the second group, the 
property investors, whether institutions or 
individuals and corporations. 

Office Park investors purchased all or most of the 
development either before or during 
construction, and therefore, they were able to 
influence more extensively the development 
process (Figure 3). In the other cases, in which 
investors acquired office space near or after 
completion, their influence on the development 
processThus, the patterns of articulation between 
agents in the ten selected cases indicate the 
existence of four types of `structures of agency', 
defined by the way the two main types of agents, 
namely developers and investors, performed 
specific sets of functions and interacted with one 
another. 

The first type is represented by the Centro 
Administrativo Philips, in which a large 
institutional investor was responsible for the 
conception and production of the development 
on their own, without the involvement of a 
property developer (Figure 2). 

The second type is represented by five 
developments, the World Trade Center de São 
Paulo, Plaza Centenário, Morumbi Square, 
Morumbi Office Tower and São Paulo Office Park 
developments, promoted and partially financed 
by property developers to cater mostly for the 
demand generated by the institutional investor 
market. These five developments were conceived 
and implemented by the developers, who acted 
as promoters, owners and providers of finance 
for project preparation and/or implementation, 
and later purchased by investors, who acted as 
financiers and property owners. The degree of 
command either investors   or  developers  had 
over  the  development
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process varied in each case, depending on the 
stage of that process at which the investors joined 
the operation. In the World Trade Center de São 
Paulo, Plaza Centenário and in a more recent 
stage of the São Paulo was smaller.  In these cases 
the developments were financed almost 
exclusively by the developers or their corporate 
groups (Figure 4). 

The third type of structure of agency is 
represented by three developments, the RGB 
International Center, Edifício Bolsa de Imóveis 
and Centro Empresarial Nações Unidas. These 
were developments conceived by property 
companies for the corporate and individual 
investor market, financed primarily through the 
`incorporação' system. iv Developers acted as 
promoters of the development, but as a rule they 
did not commit substantial amounts of their own 
capital to construction. Instead, they relied on the 
sale of a considerable part of the development to 
investors prior to the start of construction so as to 
secure the finance for it, and the development 
process progressed through its various stages at a 
pace determined by the ability of a number of 
independent investors coordinated by the 
developers to provide the required flow of 
finance (Figure 5). 

The fourth type of structure of agency is 
represented by only one development, the Granja 
Julieta, exceptional in the São Paulo office 
markets in the 1980s as the only large office 
development to be conceived, financed and 
implemented by corporate developers as part of a 
policy of securing alternative forms of longterm 
returns (Figure 6).
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Figure 2: Centro Administrativo Philips. Structure of Agency. 

Figure 3: Plaza Centenário, World Trade Center de São Paulo, São Paulo Office Park (2nd Stage). 
Typical Structure of Agency.
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Figure  4:  São  Paulo  Office  Park  (1st  Stage),  Morumbi  Office  Tower,  Morumbi  Square.  Typical 
Structure of Agency.
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Figure 5: RGB International Center, Centro Empresarial Nações Unidas, Edifício Bolsa de Imóveis. 
Typical Structure of Agency. 

Figure 6: Granja Julieta. Structure of Agency.
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4.2Agency Relationships: Objectives and 
Strategies of Agents 

4.2.1Institutional Investors 

The objectives and strategies of institutional 
investors regarding the cases in which they 
participated were informed to a considerable 
extent by the institutions' common nature and by 
the regulatory system within which they had to 
operate. v 

Pension funds began to intensify and diversify 
their investments in property in the early 1980s, 
in their search for adequate outlets for their 
increasing capital, and in the second half of the 
decade this process was intensified by the 
uncertainties brought forth by high inflation and 
the economic policies conceived to deal with it, 
which increased the instability of equities and 
others forms of financial investment. In this 
context, the objectives of pension funds in 
investing in commercial property were based on 
the need to diversify their investment portfolio 
away from highrisk and unstable alternatives 
and towards sources of secure longterm returns 
(Magalhães 1996). Until the early 1980s 
investment by pension funds in property were 
mostly restricted to property occupied by their 
sponsor companies. It was in the middle of the decade 
that  institutions began  to have a more prominent  role 
in  the  office  markets,  first  by  acquiring  completed 
property  and  later,  in  the second part of  the 1980, by 
entering  the  potentially  more  profitable  territory  of 
property development. 

Thus,  the Philips, World Trade Center  de São Paulo, 
Plaza  Centenário,  São  Paulo  Office  Park,  Morumbi 
Office  Tower  and Morumbi Square  developments  are 
all  examples  of  investment  policies  of  institutional 
investors  engaged  in  a  more  active  relation  with 
commercial  property markets.  In  all  the  six  cases  the 
institutions  involved  were  looking  for  an  investment 
capable of yielding acceptable  levels of  returns over a 
long  period,  but  with  low  risks.  According  to  their 
perception  of  office  markets  in  the  1980s  and  early 
1990s,  investment  in  the  purchase  of  units  of  prime 
office space could produce high rents for some decades 
with  reduced  operational  costs  and  reduced  risks  if 
rented  to  the  more  reliable  types  of  tenants,  namely 
large  users  and  preferably  international  corporations 
(Magalhães  1996;  Queiroz  1986).  This  marked 
preference  from  institutional  investors  for  large  users 
as tenants is shown in Table 2. The only developments 
destined  to  the  institutional  market  which  were  not 
primarily  designed  to  accommodate  large  users  were 
the  World  Trade  Center  de  São  Paulo  and  the 
Morumbi  Square,  the  first  because  it  targeted  a 
specialised  user  market  comprising  small, 

sophisticated  firms  dealing  with  international  trade; 
the  second  because  it was meant  to  be  an  investment 
option  for  small  pension  funds,  who  would  be 
reluctant to purchase large indivisible offices. 

To  attain  their  objectives,  institutional  investors 
appear  to  have  followed  two  basic  patterns  of 
strategies.  The  first  was  the  purchase  of  completed 
property,  already  on  a  secure  lease,  a  risk 
minimisation strategy that remained the most common 
approach  to  institutional  investment  in  property 
throughout  the period covered by this study. This was 
the case with the institutional investors who purchased 
whole blocks of offices in the São Paulo Office Park in 
its  first  stage  (mid1980s),  and  with  those  who 
acquired office units in the Morumbi Office Tower and 
in the Morumbi square. 

The  second  pattern  was  the  participation  in  the 
development  process,  a  strategy  that  varied  from  the 
complete  control  of  that  process  as  in  the  Centro 
Administrativo  Philips,  to  different  types  of  partner 
ships with  property  developers,  as  in  the  cases  of  the 
World  Trade  Center  de São Paulo,  Plaza Centenário, 
and  the  second  stage  of  the  São  Paulo  Office  Park 
(1988 onwards). Besides securing longterm returns in 
the  form  of  rents,  those  institutions  also  sought  to 
capture  for  themselves  at  least  a  part  of  those  profits 
that were generated by the development activity itself, 
the  `development  profits'. vi  Evidence  suggests  that, 
from  the  point  of  view  of  longterm  investors,  this 
strategy  had  the  purpose  not  only  of  increasing  their 
overall margin of profits and  reducing the maturation 
period  for  their  investment,  but  also  of  increasing 
longterm  safety,  in  spite  of  higher  shortterm  risks: 
the  difference  between  the  capital  value  of  the 
completed  property  and  the  cost  price  of  the 
development  allowed  for  more  flexibility  in 
negotiating  leases  and  in  dealing  with  periods  of 
vacancy without seriously impairing the average levels 
of return on the long run (Magalhães 1996). 

The  participation  of  institutional  investors  from  the 
early  stages  of  a development was often accompanied 
by  strategies  designed  to  reduce  shortterm  risks. 
These strategies took the form of quasiintracorporate 
lease  agreements  with  the  pension  funds'  sponsor 
company  (the  Centro  Administrativo  Philips),  of  a 
negotiation  with  developers  of  a  guaranteed  level  of 
returns  regardless  of  actual  occupation  (the  Plaza 
Centenário), of prearrangements for the lease of parts 
of  the  buildings  secured  by  the  developers  (the  first 
stage  of  the  São  Paulo  Office  Park  and  the  World 
Trade  Center  de  São  Paulo),  and  of  specific  property 
rights which  increased  the  liquidity of  the  investment 
among pension funds (the World Trade Center de São 
Paulo). 

4.2.2Corporate and Individual Investors
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It  has  been  suggested  that  individual  and  corporate 
property  investors  were  often  shortterm  investors, 
expecting  to  obtain  profits  from  selling  the  property 
after  completion  so  as  to  realise  the  `development 
profits'  (Cabral  1987;  Magalhães  1996).  Their 
participation  in  the  office  market  has  been  linked  to 
shortterm  fluctuations  in  the  brazilian  economy:  the 
participation  of  corporate  and  individual  investors  in 
office developments peaked in 1986/1987 and again in 
1989 as investors reacted to government interventions 
in the economy, to soaring rates of inflation and to the 
proximity  of  the  1989  presidential  elections,  and  it 
virtually  disappeared  with  the  recession  of  the  early 
1990s (Cabral 1987; Magalhães 1996). vii 

In this context, individual and corporate investment in 
offices  were  associated  with  two  related  purposes. 
First,  more  conspicuous  in  the  case  of  individual 
investors,  there  was  the  intent  to  convert  part  of  the 
profits  being  made  in  the  extremely  profitable  but 
volatile  financial  markets  of the late 1980s into solid 
assets   such    as
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Table 2: Target Markets of the Developments  Users and Investors 

Developments Targeted Type of Users 1 (in m2 of 
required office space 2 ) 

Targeted Type of Investors 

Small (up 
to 1,000) 

Medium 
(1,000 to 
3,000) 

Large (over 
3,000) 

Individual Corporate Institu 
tion 

Philips X ___3 

Plaza Centenário X X 

World Trade 
Center 

X X 

Morumbi Square X X X 

Morumbi Office 
Tower 

X X X 

São Paulo Office 
Park 

X X 

Centro 
Empresarial 
Nações Unidas 

X X X X X 

RGB International 
Center 

X X X X 

Edifício Bolsa de 
Imóveis 

X X X 

Granja Julieta X ___3 

1 Based on promoters' information. 
2 Classification by size based on Richard Ellis 1991. 
3 Promoted by the investors themselves. 

commercial property (Cabral 1987; Magalhães 1996; 
Moura 1988). These returns could be realised in the 
short term through the sale of the property to long 
term investors or, in the medium or long terms through 
the income provided by rentpaying tenants. Secondly, 
there was the need to diversify part of corporate and 
individual investment portfolios into assets which 
were viewed as less exposed to the economic and 
institutional uncertainties of the period. 
In the São Paulo Office Park, the Centro Empresarial 
Nações Unidas and the Edifício Bolsa de Imóveis there 
were also corporate investors that purchased units of 
office space for their own use. In the first case this 
type of corporate investor was responsible for the 
purchase of three out of thirteen blocks, whereas in 
the other two cases they represented a third or less of 
all investors. Especially for the smaller among them, it 
is likely that their objectives in participating in office 
development were related also to the possibility of 
obtaining office space for their own use at prices 

considerably lower than those for completed property 
in similar locations, and with the added advantage of 
being able to spread payments over the whole 
duration of construction. 

The strategies corporate and individual investors 
adopted to attain the objectives mentioned above 
were based on securing a share of the increase in the 
capital value of the property generated through 
development, the `development profits'. Therefore, 
they tended to join a development before construction 
or in its early stages at the latest. This was the case 
with the RGB International Center, the Edifício Bolsa de 
Imóveis and partly with the Centro Empresarial Nações 
Unidas, in which several investors participated in the 
developments from the start through `incorporação' 
agreements. 

It has been said that these were investors with little 
familiarity with the office market (Cabral 1987).
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Moreover, their average investment capacity taken 
individually was much smaller than that of 
institutional investors, and whereas a single or a few 
large institutional investors would make a 
development viable, a larger number of corporate and 
individual investors was required to finance a similar 
size of operation. Therefore, an important element in 
their strategies appears to have been the partnership 
with property developers, capable of interpreting 
market demand and opportunities, and of putting 
together enough investors to produce a development. 

While for those investors who would also become 
owneroccupiers `incorporação' agreements was a 
costeffective way of purchasing property, for other 
corporate and individual investors the willingness to 
enter in a deal in which they assumed most of the risks 
is likely to have been related to the nature of the 
profits they expected from their participation in 
property development: they did not have the longterm 
commitments of institutional investors and, besides, 
they were familiar with highrisk environments, and 
the prospect of realising estimated profits of 30% to 
50% over their capital investment at the completion of 
construction is likely to have made high levels of risk 
an acceptable option. Significantly, in the four 
developments in which corporate and individual 
investors where dominant there was a noticeable 
absence of any arrangement made beforehand with 
prospective occupiers, which would have reduced 
levels of risks but also the investors' margins of profit. 

The corporate investors who themselves developed 
the Granja Julieta are the exception to the pattern 
described above, in that their strategies resembled 
those of large institutional investors. The development 
was associated to a strategy of investment 
diversification and longterm profitability, which 
appears to have dominated over expectations of short 
term increases in property values, and evidence 
indicates that the `development profits' obtained by 
the development activity were used to give the Granja 
Julieta an edge over competitors in the rental market. 

4.2.3Property Developers 

The main objectives of the developers were based on 
the realisation of profits on the shortterm through 
developing and selling office space. These profits 
were created through the purchase by the developers 
of undeveloped land, through the preparation of a 
project for the development and through the 
implementation of that project, and they were realised 
through the sale of the land, project and/or buildings 
to investors or owneroccupiers. 

In all cases there was a fundamental component of 
simultaneous risk minimisation and profits 
maximisation, whereby developers tried to reduce as 

much as possible the use of venture capital of their 
own in proportion to the levels of profit they expect to 
realise. In a context where the available sources of 
finance for office development were either the 
developers themselves or the investors, the 
consequence of this strategy was the effort by 
developers to involve investorbuyers as early as 
possible and as extensively as possible in the 
development process. 

As developers depended upon selling the operation to 
investors or owneroccupiers to realise their profits, 
the strategies pursued by the developers to attain 
their objectives were a function of the sector of the 
investors market the development aimed at. Indeed, 
the history of the cases suggests the existence of an 
increasing degree of specialisation among 
developers with, on the one hand, those whose 
activities were geared towards the institutional 
investment market and, on the other hand, those 
catering for the needs of individual and corporate 
investors. 

4.2.3.1Property Developers and the Institutional 
Investment Markets: 

Five developments were conceived by their 
developers primarily for the institutional investment 
market, namely the Plaza Centenário, the World Trade 
Center de São Paulo, the São Paulo Office Park, the 
Morumbi Office Tower and the Morumbi Square. In the 
first two cases the connection between the 
developers and pension funds was made in early 
stages, and development only occurred because of the 
involvement of institutional investors, whereas in the 
São Paulo Office Park that connection was 
progressively built. In the two last cases the link 
between the developments and the institutional 
investment market came near or after completion, as a 
natural consequence of the dominance of pension 
funds as property investors towards the late 1980s 
and early 1990s. 

In order to produce an attractive investment option for 
pension funds developers assumed at least a part of 
the shortterm risks associated with speculative 
development. In the cases of the Morumbi Square, 
Morumbi Office Tower and the first phase of the São 
Paulo Office Park, the developers' strategy was to 
finance the developments themselves and sell them to 
the investors later, near or after completion. Besides, 
in the São Paulo Office Park, the developers secured 
tenancy agreements before starting construction and 
sold the buildings to investors only after completion 
and occupation. 

In the cases of the Plaza Centenário, the World Trade 
Center de São Paulo and the more recent blocks of the 
São Paulo Office Park there was a substantial amount
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of venture capital from the investors. In the two first 
cases, investors' participation was secured through 
riskreducing measures which took various forms: in 
the Plaza Centenário they meant a guarantee of rents 
regardless of actual tenancy, to be paid to investors by 
the developers in case of vacancy after completion; in 
the World Trade Center de São Paulo they took the 
shape of a partnership between the developers and 
investors in a peculiar system of ownership rights 
whose tradeability was likely to be restricted 
exclusively to pension funds. In the São Paulo Office 
Park there is no evidence of similar procedures, and it 
may have been the case that a number of relatively 
successful partnerships between the developers and 
pension funds since the mid1980s and a larger 
knowledge of property markets by the investors 
provided them with a degree of confidence in the 
developers' and in their own ability to evaluate 
opportunities in the office market. 

The presence of property consultants at some stage of 
the development process in all but one case suggests 
that the association with such consultants was also 
an important element in the developers' strategies in 
dealing with institutional investors. The nature and the 
extent of the involvement of property consultants 
varied in each case, from virtual partnership to the 
provision of advice to specific activities in the 
development process, especially marketing to users 
(see Table 3). 

4.2.3.2Property Developers and the Corporate and 
Individual Investment Markets: 

Three developments were conceived by their 
developers to meet the demand of the corporate 
andIndividual investors, namely the RGB International 
Center, the Edifício Bolsa de Imóveis and the Centro 
Empresarial Nações Unidas. 

As mentioned earlier, the `incorporação' system was 
the best suited to cater for this sector of the property 
investment market, in which several small and 
mediumsized investors were willing to take larger 
risks in exchange for higher levels of profit in 
developments of which they owned only parts. For the 
developers, this system made possible to initiate large 
and profitable operations with very little venture 
capital, while keeping to a minimum risk levels on 
their capital. 

Thus, the effort by the developers to increase the ratio 
between profits and the venture capital was more 
intense here than in the cases in which institutional 
investors were involved. This was achieved primarily 
by transferring all or most of the costs of construction 
to the investors as a precondition for implementation. 
Typically, developers would start construction only 
after a minimum of around 60% of the shares of the 

development had been purchased by investors who 
would  then  finance  a  major  part of the construction
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costs. Accordingly, the Edifício Bolsa de Imóveis was 
sold in its entirety before construction started; the 
RGB International Center was implemented 
progressively, as investors purchased the majority of 
the shares in each of its separate blocks. The Centro 
Empresarial Nações Unidas appears to have been 
exceptional in this regard, since there is some 
evidence showing that its developers have borne a 
large proportion of the construction costs, a course of 
events likely to have been imposed on the developers 
by the recessive conditions in the investor market in 
the 1990s. 

Secondarily, the reduction of the amount of venture 
capital was achieved by including the landowners as 
partners in the developments, thereby eliminating the 
need to pay for the land while transferring its costs 
directly to investors, as in the cases of the RGB 
International Center and the Edifício Bolsa de Imóveis. 

By transferring most of the construction costs to the 
investors at an early stage, the developers were also 
making sure that their profits were realised within a 
short time, while passing on most of the risks of a 
speculative operation to the investors. Whereas in the 
dealings with institutional investors these risks were 
shared by developers and investors as the former 
would often have some obligation to secure that the 
buildings were occupied after completion, here 
investors alone assumed most of the risks as the 
developers participated in later stages of the 
development process only as executive agents of a 
condominium association. 

Table 3: Participation of Property Consultants in Key Activities 

Developments Conception/Assessment 
of Programmes and Plans 

Purchase Leasing 

C. A. Philips Embraesp/Richard Ellis  Mackenzie Hill 

Plaza Centenário Richard Ellis 

World Trade Center Name Undisclosed Mackenzie Hill 

Morumbi Square Richard Ellis Bamberg/Others Bamberg/Others 

Morumbi Office Tower Embraesp Richard Ellis/C.A.A C.A.A./Name Undisclosed 

São Paulo Office Park Richard Ellis Richard 
Ellis/Mackenzie Hill 

Richard Ellis/Mackenzie 
Hill 

Centro Empresarial 
Nações Unidas 

Mackenzie Hill 

RGB International 
Center 

Edifício Bolsa de
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Imóveis 

Granja Julieta  Richard Ellis/Name 
Undisclosed 

It appears that in all three cases the purchase of land 
with potential for rapid increase in value was also an 
essential feature of the developers' strategies. As the 
`incorporação' system allowed investors to retain a 
considerable part of the `development profits', the 
developers' margin of profits was likely to depend to a 
great extent on such increase. In the RGB International 
Center this involved putting back into the market 
devaluated squatted land and in the process largely 
increasing its value, all at very low costs; in the other 
two cases increases in land values were secured by 
the lag of some years between land purchase and 
development. 

There was no participation of property consultants in 
the conception and commercialisation stages in any 
of the three cases, with the exception of a recent 
contract in the Centro Empresarial Nações Unidas. 
This suggests a strategy of assessing and dealing 
with the property markets in accordance with the 
more speculative and tentative nature of the 
investment policies of corporate and individual 
investors as compared to those of the pension funds. 

4.3The Perception of Market Conditions and 
Perspectives 

As suggested earlier, the reality of the complex set of 
economic and social relations which constitute the 
property market and the perception and interpretation 
of those relations by agents are not necessarily 
coincident. In the specific conditions of São Paulo in 
the period covered by this research, statistically 
recorded information regarding the behaviour of 
commercial property market was scarce and most of 
the existing data was not standardised. Moreover, the 
economic instability that characterised the brazilian 
economy was accompanied by constant changes in 
rules related to the operation of the economy in 
general and the property market in particular, which 
made difficult consistent analyses of the historical 
evolution of that market and accurate forecasts of its 
future performance. 

In such circumstances, investors and developers 
relied on two basic types of approaches to form their 
perception of office market and its prospects, and 
thus to define their strategies in the course of 
operations that could last between four to nine years 
from conception to occupation. 

The first type was a more intuitive and traditional 
approach, based on current views of the office 
markets and on the successes experienced by similar 

agents. Many developers saw the opportunity for 
speculative operations on the basis of the success of 
contemporary developments, supporting their 
forecasts of returns on broad and often sketchy 
assessments of the probable evolution of user 
demand, property values and rents, which were by and 
large extrapolated from ongoing trends. Evidence 
indicates that this may have been the case with all the 
four developments not destined to the institutional 
investor market, namely the RGB International Center, 
the Centro Empresarial Nações Unidas, the Edifício 
Bolsa de Imóveis and the Granja Julieta, and also to 
some extent with the Morumbi Office     Tower     and 
the    Plaza     Centenário. It has been suggested that 
individual and corporate investors acted mostly in the 
same way. The available evidence indicates that they 
rushed into the office property markets attracted by 
the levels of return as they were at the time of the 
investment, even though the actual realisation of 
those profits could take yet some years (Cabral 1987). 
Such attitude would be consistent with a belief in the 
safety of investments in property, in which dramatic 
falls in rates of return were not expected, with the 
shortterm approach of these investors to property, 
which did not require accurate longterm predictions, 
and with the degree of flexibility those investors had, 
which allowed them to go in and out of the property 
market more easily than their institutional 
counterparts. 

The second approach was adopted mostly by 
institutional investors and some of the developers 
associated with them. It relied on expert advice 
regarding the state of the office market and its 
probable evolution and the current and prospective 
returns from property, based on statistical data 
produced by a small number of property consultants. 

For institutional investors, expert advice regarding the 
property market appears to have played three basic 
roles: first, it helped these investors to decide upon 
their strategies in a market in which they were 
newcomers, by defining the type of property to be 
acquired or developed and by establishing values and 
terms of lease. Secondly, due to their intermediate 
position between developers, investors and users, 
these experts represented an organised link between 
the development and the user market, essential to 
secure an immediate lease of the property to prime 
tenants. Thirdly, property consultants' advice often 
played the part of independent assessment of 
investment opportunities, used by the boards of 
pension funds as a means of demonstrating the 
propriety of their investment decisions. viii Accordingly, 
in all the six cases in which pension funds were the
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major investors there is evidence that their decision 
to purchase property was to some extent informed by 
independent expert advice (see Table 3). 

Similarly, some developers based their decision to 
develop and their subsequent strategies on the 
market  assessments made by property consultants. 
This was the case with the São Paulo Office Park, the 
Morumbi Square, and probably also  with the World 
Trade Center de São Paulo. In the Morumbi Office 
Tower expert advice was sought later on in the 
development process in order to adjust development 
plans to more accurate predictions of market 
evolution. This association of developers and property 
consultants was apparently a result of the need to 
adjust to the requirements of institutional investors, 
which were the main targets of those developments. 

First, property consultants had developed the 
expertise to identify opportunities in the office market 
that matched the requirements of pension funds. 
Secondly, the concern with longterm profitability that 
was a key issue for institutional investor implied a 
more complex assessment of conditions and 
prospects of the various components of the office 
market than it was the case with other types of 
investors. Thirdly, as partnerships with institutional 
investors usually required a larger amount of 
investment capital than those with other types of 
investors, developers were likely to be more 
concerned with medium and longterm fluctuations in 
the office markets and therefore needed more 
accurate assessments of those markets. 

4.4Structures of Agency and the Markets 

The organisation of the agents in the ten cases 
indicates a close connection between the 
development process and the investor market. Indeed, 
the evidence suggests that the dynamic of the latter 
explains to a considerable extent the organisation and 
operation of agency relationships within the former. 

However, in what regards the user market its 
relationship with the development process was much 
less direct. Few of the ten developments analysed here 
were produced as a response of a direct request of a 
future user whether as a prospective tenant or owner 
occupier. This appears to have been the case only with 
the six blocks which comprised the first stage of the 
São Paulo Office Park and to some extent with the 
Centro Administrativo Philips. As the evidence 
suggests, in all the other cases the key factors that 
triggered development were directly related to the 
opportunities created in the investment market as 
perceived by either developers, investors or both. In 
these cases the user market was addressed 
indirectly, through predictions of future trends of 
variable accuracy. Therefore, the links between the 

development process and the user market were 
mediated by the dynamic of those connecting the 
development process and the investor market, 
expressed in the formation of specific `structures of 
agency'. 

4.4.1`Institutional' Developments and the User 
Market 

The Centro Administrativo Philips was the only 
development entirely determined by the strategies of 
an institutional investor. On the one hand it expressed 
the search for adequate longterm investment options 
by a large pension fund, in which the decision to 
develop had to be based in predictions of the 
behaviour of office users over time. This means that 
the building should have such qualities as to have a 
relatively slow rate of depreciation in its capital value 
and consequently, to yield acceptable rents for a long 
period. As a result, the development was conceived so 
as to suit the needs of the types of users that were 
identified by the investors as the most adequate 
occupants for that type of building, namely 
headquarters of large companies, especially 
multinationals. 

On the other hand, the development was also a 
response to the requirements of office space of a 
particular user, the pension fund sponsors Philips, 
who were expected to occupy the buildings once 
completed. The possibility of a quasiintracorporate 
arrangement, in which most of the risks were 
eliminated, was highly influential in the decision by 
the investors to develop property themselves. 

There was, therefore, a double link to the user market: 
one indirect through the assessment of that market 
and its probable evolution over the longterm, made 
with the help of consultants; another a direct one, 
through the arrangements with a specific future user. 
While the former appears to have determined much of 
the characteristics of the development, the latter was 
decisive in creating the opportunity for it. 

4.4.2`InstitutionsOriented' Developments and the 
User Markets 

There were five cases in which the dynamic of the 
development process was determined by both 
developers and institutional investors, namely the 
Plaza Centenário, the World Trade Center de São Paulo, 
the São Paulo Office Park, the Morumbi Office Tower 
and the Morumbi Square. The types of links with the 
user market were a result of the developers' strategies 
to attract institutional investors, based on their 
perception of the investors' requirements regarding 
secure longterm returns. Not coincidentally, in all five 
cases there was some form of involvement of the 
developers in deals with prospective occupants,
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either prior to the sale of the development to investors 
or after it. 

These five cases reveal two basic types of approach 
adopted by developers regarding  the user market. The 
first was that of addressing specific niches among 
those sectors that were generally perceived as 
constituting the demand for prime office space. It is 
likely that by targeting particular groups of users 
within a large universe, developers could minimise the 
risks from competition and increase the prospects of 
full occupancy in the short and long terms. This 
approach was adopted in three developments: the 
World Trade Center de São Paulo, designed for a 
specific type of small, highly sophisticated users 
linked to the international trade; the Morumbi Square, 
conceived to meet a perceived demand of users of 
highquality office space requiring less than 2,000 m2 
of area and willing to share the building with other 
occupiers; the São Paulo Office Park in its first phase, 
conceived to cater for users requiring lowrise blocks 
for single occupancy, 3,000 to 4,000 m2 of high 
quality office. In this last case, the developers also 
addressed user markets in a more direct form, striking 
deals with the future users before implementation and 
thus providing prospective longterm investors with 
the certainty of returns. 

The second approach was that of targeting indistinctly 
what was perceived to be the dominant and the most 
profitable type of potential users of prime office space, 
namely companies requiring large floor areas and 
large amounts of sophisticated office space. By 
targeting the `mainstream' user demand developers 
expected to replicate the success of similar 
developments and to avoid a reduction in the range of 
possible users implied in the option for specialised 
niches. In the cases of the Plaza Centenário and the 
Morumbi Office Tower, both conceived to be leased out 
to one or to a few large office users, this approach 
reflected a widespread confidence on the part of most 
developers in a continued demand for very large office 
space which was responsible for the success of a 
number of developments in the second half of the 
1980s. In the case of the 2nd stage of the São Paulo 
Office Park it was probably a consequence of the 
previous success of the development among both 
users and institutional investors that led the 
developers to shift away from what they called `built 
tosuit' approach of the period 19851988 towards the 
larger and potentially more profitable `onspec' 
operations of the subsequent years, in which the 
decision to develop was no longer directly related to 
opportunities created in the user market but to the 
availability of capital from investors who wanted to 
benefit form the developers' successful activities. 
Nevertheless, the involvement of the developers in the 
process of finding tenants in all the three cases 
represents the existence of a continuous and direct 

link with the user market. 

4.4.3`Corporation/IndividualsOriented' 
Developments and the User Markets: 

In three cases the dynamic of the development 
processes was determined by the strategies of both 
the developers and the corporate and individual 
investors, namely the RGB International Center, the 
Edifício Bolsa de Imóveis and the Centro Empresarial 
Nações Unidas. 

As in the five cases examined in the previous section, 
the strategies of the developers towards the investors 
holds the explanation for the type of role user demand 
played in the process that led to development. It was 
suggested elsewhere that these investors' activities 
lay outside the property markets and that their 
expectations regarding property investments were 
based on the possibility of benefiting from shortterm 
increases in capital values of property, from a 
perceived stability of property values and from short 
to mediumterm prospects for rents, as a temporary 
alternative to, or a diversification from, other more 
volatile investment markets. 

As a consequence, actual user demand appears to 
have played only a small role in both the developers' 
and investors' decisionmaking processes. Indeed, 
there is no evidence in any of the three cases of direct 
arrangements either between developers and users, 
or investors and users, as part of the process of 
deciding on the opportunity to develop or to invest in 
property. These developments were initiated by 
developers as a response to a demand for investment 
outlets, and investors joined in as a result of their 
perception of the profits that were being made by 
others in similar operations. 

However, as property values are also a function of rent 
values, investors are likely to have based their 
decisions upon a picture of the user market. In all 
three cases evidence shows that the developers' and 
the investors' perception of demand was based on a 
commonly accepted view of what constituted the 
`mainstream' demand for prime office space and on its 
likely evolution in the near future. The `office boom' in 
the Av. Marginal Pinheiros area was understood as a 
movement of large international corporations in 
search of large floor areas and increasingly 
sophisticated facilities which was likely to remain 
strong for some time. Much of this perception is likely 
to have been based broadly on the success of other 
developments    targeting    this    type    of   demand. 
This somewhat loose relation between development 
process and user demand were may have been also a 
consequence of some features of the `incorporação' 
system adopted in those developments. First, there 
was the nature of the developers' participation in the
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development process. In both the RGB International 
Center and the Edifício Bolsa de Imóveis the 
developers attained most of their objectives before 
construction started and subsequently assumed 
rather secondary roles, either as contractors or as 
construction managers. This form of involvement 
secured for the developers a fast and riskfree 
maturation of their investment capital, and removed 
the need for the developers to get involved in the 
search for future occupants. 

Secondly, there was the duration of construction and 
the reliability of schedules. All three developments 
took at least one or two more years to build than all but 
one of those financed by institutional investors or by 
their own developers, and there is plenty of evidence 
of delays and postponements of completion dates 
(Figure 7). As implementation schedules depended 
upon investment decisions of a number of small or 
mediumsized independent investors with their own 
strategies, and as these investors tended to be very 
sensitive to, and differently affected by, the 
performance of the economy, construction was likely 
to progress less smoothly than it would be the case if 
the financial backing came from one large 
institutional investor. Inevitably, such circumstances 
are likely to have made difficult any previous 
arrangement with prospective users. 

In these cases, therefore, the connection with user 
markets was established by developers and investors 
in broad and unspecified terms at the start of the 
development process, and it was subsequently 
interrupted, to be resumed only after completion and 
this time by the investors alone. 

4.4.4`Corporate' Developments and the User 
Markets 

In one case the development process was entirely 
controlled by a corporate investor, namely the Granja 
Julieta. The objectives pursued by the developers were 
the product of a policy adopted by them to convert part 
of their assets into property as a longterm protection 
against economic instability. As longterm investors, 
they depended upon securing a lease for the buildings 
so as to obtain rent returns. Moreover, the 
`development profits' that accrued to them as 
developers and landowners had their realisation 
linked to rents. Consequently, having the buildings 
leased out immediately after completion was an 
integral part of the developers' strategies. 

The approach towards the users market adopted by 
the developers was, however, less direct than that of 
institutional investors facing similar situation. What 
appears to have created the opportunity for the 
development was a broad view of evolution of office 
markets, which suggested a demand for large prime 

offices. The absence of any interactions with 
prospective users prior to or during construction 
suggests that the developers believed that occupation
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Developments 83 84 85 86 87 88 89 90 91 92 93 94 95 1 

Philips 

Plaza Centenário 

World Trade Center 

Morumbi Square 

Morumbi Office 
Tower 

São Paulo Off. Park 

Birmann 1, 2a,3: 

Birmann 2b, 4, 5, 6: 

Birmann 8: 

Birmann 10: 

Birmann 22: 

Birmann 20: 

Birmann 11, 12: 

C. E. Nações Unidas 
Torre Oeste: 

RGB Internat. 

Mykonos: 

Midas: 

Ed. Bolsa de Imóveis 

Granja Julieta 

1 Estimate. Mediation Phase 
Development Phase (Construction) 

Consumption Phase 

Figure 7: Comparative Length of the Mediation, Development and Consumption Phases.
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would come naturally as a consequence of the 
perceived strength of demand, as indicated by the 
success of similar developments in the area. This 
approach to the issue of securing occupants for the 
development is likely to have been a consequence of 
the corporate nature of the developers, a corporate 
group led by a large construction company, subject to 
rules that were not coincident with those regulating 
institutional investors, with a larger degree of 
familiarity with speculative property markets and a 
propensity to take larger risks. In a context in which 
rent values were rising fast, the later lease 
agreements were negotiated the higher the rents they 
would command. Therefore, although their objectives 
were similar to those of institutional investors, a 
different corporate nature led to different strategies to 
attain them, resulting in an approach towards user 
market that was less direct and riskier, but potentially 
more profitable. 

5.CONCLUSIONS 

The research suggests some preliminary answers to 
the questions posed at the start, concerning the 
interaction between the supply and the demand for 
office space in São Paulo associated with recent 
changes in the city's built environment; the 
relationship between agency as a social and 
historical construct, and the particular economic and 
social conditions which provide both the constraints 
and the alternatives for agents' actions and which 
determine the power relations within the development 
process and the possible forms of interaction among 
agents; the mechanisms whereby agents identified 
their interests, conceived their objectives and 
strategies and decided upon their course of action in 
the selected developments. 

5.1Demand in its Various Forms and the Supply of 
Office Space in São Paulo: 

In general terms, office development in Sao Paulo in 
the period 19801994 can be described as the result of 
the combined behaviour of the user market, the 
investment market, and the property development 
market. Thus, the increase in office development in the 
period was rooted on changes in the structure of the 
national and the metropolitan economy, which led to 
an increase in officetype activities and consequently 
in the demand for office space (Richard Ellis 1991). 
Increasing rents and property values reinforced a 
trend for a continuous investment in property by 
pension funds and other types of investors. Buoyant 
user and investor demand created the opportunity for 
office development at a large scale, expressed in the 
occupation by offices of the Av. Marginal Pinheiros 
area. Conversely, antiinflation therapies and the 
openingup of the economy from 1990 onwards led to 

economic recession, corporate restructuring and, 
eventually, to a sharp fall in user demand. The ensuing 
decline of rents and property values led sectors of the 
investor market away from office development and all 
this had an impact on the development industry, for 
whom it was now more difficult to find the finance for 
new or ongoing developments and to sell or lease out 
the buildings when completed. 

However, a closer look to the relationship between 
those three markets, allowed by the empirical 
evidence provided by the cases, suggests a more 
complex picture, in which user demand, investor 
demand and development activity related to one 
another in two different planes, as a result of the way 
the property development industry and the investment 
markets were structured in São Paulo. 

Thus, on the one hand, there was apparently a more 
direct, and to a greater extent more organised 
relationship between investor demand and the 
property development industry. Investors often played 
a key role in creating the conditions for development, 
by making an operation viable. Indeed, the active 
participation of investors from very early stages made 
possible many of the developments examined. 
Moreover, in the case of institutional investors there 
was a relatively complex articulation in their actions. 

On the other hand, the relationship between user 
demand and the development industry seems to have 
been much less direct and articulated. Although the 
type of relationship between user demand and 
suppliers of office  space  varied in each case, it was 
by and large based  on general assessments  by the 
latter  of the  probable evolution  of the former, which 
were then refined at the time of completion of the 
development. 

Furthermore, investor demand was shown to mean 
actually different types of demand, with different 
dynamics regarding the economy, different insertions 
in the investment markets and different expectations 
regarding profits and rates of return. In the specific 
conditions of São Paulo individual and corporate 
investors as  a group appear to have been more 
sensitive to fluctuations in the both the economy and 
the investment markets and to have displayed a more 
volatile behaviour.   In turn,  institutional investment in 
property, although sensitive to  trends  of growth and 
decline of property values and rents, seems to have 
behaved according to a more stable pattern. Similarly, 
the approach to users demand by individual and 
corporate investors was found to be less direct on 
average than that by institutional investors. 

Therefore, although office development in São Paulo 
from the mid 1980s to the early 1990s  was a result of 
the interaction of the demand generated by both the
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user and the investor markets with the supply 
provided by the property development market, that 
interaction was far from being an interplay of three 
independent variables, each with equal weight. 
Instead of three autonomous but interrelated spheres 
that smoothly adjusted their behaviour to those of the 
other two, prime office development in São Paulo 
involved a complex and sometimes contradictory 
tradeoff of short and longterm profit expectations of 
developers and investors, in response to the 
opportunities and constraints created by variations in 
a roughly defined user demand. The direct link 
between the investor demand and the development 
activity caused the former to determine most of the 
characteristics and the rhythm of office development 
in the period. The much less direct  role  of  user 
demand in the development cycle 

thus questions any attempt to explain this case of 
spatial change on the basis of direct links between the 
dynamic of office activities and the development of 
new space to accommodate them. 

5.2The Organisation of Agency and the Functioning 
of the Office Property Markets: 

The patterns of arrangements among agents found in 
prime office space development in São Paulo in the 
1980s and early 1990s appear to have emerged as the 
result of the forms of involvement of different types of 
investors with the property markets. Different sectors 
of the investor demand were catered for by different 
types of development operations, each with a specific 
set of agents, rules and a specific modus operandi, 
which reflected the various legal regimes to which 
investors were subordinated and their implications 
regarding attitudes towards property investment, risk 
benefit ratios, etc. Those patterns of agency 
organisation, or `structures of agency', explain to 
some extent the variations in the relationship between 
development activity and user demand found in the 
ten cases, as different combinations regarding the 
temporal characteristics and the nature of property 
returns led to different reactions to fluctuations in the 
economy, in the comparative rates of return of assets, 
etc. Differences in those patterns were also linked to 
variations in the corporate structure of developers, 
especially in what regards capitalisation; in the risk 
levels of development operations; and in the 
mechanisms of distribution of risks and the 
`development profits' among agents. 

Thus, four of such patterns were found to have been 
behind the production and consumption of the ten 
selected cases: the first involved a dominant role of an 
institutional investor as promoter, financier and final 
owner of office development; the second was based on 
the partnership of a developer and one or more 
institutional investors; the third was organised around 

a developer and a number of individual and corporate 
investors, usually united by an `incorporação' 
agreement; the fourth one was constituted by a 
corporate investor acting as promoter, financier and 
final owner. 

Although there were certainly variations in how 
developers and investors related to one another in 
specific developments, there was an overall 
consistency in the way the two main groups of 
investors, namely institutional and 
individual/corporate, were related to property 
developers for the purposes of office development. 
Thus, institutional investors participated in office 
development operations usually through 
arrangements with property developers in which the 
latter assumed a considerable part of the shortterm 
risks of the operation in return for part of the 
difference between the longterm rates of profit 
expected by the investors and the shortterm 
`development profits' generated through the 
development activity itself. In turn, individual and 
corporate investors usually entered `incorporação' 
deals in which high levels of risk were compensated 
by a potentially large margin of shortterm profits, 
capable of justifying their investment in office 
property. In a few cases investors had total control of 
the development operation, assuming entirely both 
the risks and the profits involved in it. 

Consequently, office development in Sao Paulo in the 
late 1980s and early 1990s appears as a result of the 
articulation of different sectors of the investors 
demand with different segments of the property 
development industry, thus forming distinct 
`structures of agency', as a response to perceived 
opportunities in the property markets. It could be said 
that the history of prime office development in São 
Paulo in the period seems is history of the functioning 
of interconnected but different `structures of agency', 
with different patterns of behaviour, motivated by 
different relations with the variations in user demand 
and in the levels of return from investments in 
property. These `structures of agency' responded  to 
variations in the economy and in the property markets 
in parallel but not equal ways, due to different 
expectations in terms of returns, different strategies 
regarding fluctuations in the economy and different 
amounts of investment capital available. As different 
types of investors had different requirements in terms 
of risks and profits, developers adapted their 
structures to operate with one or another, frequently 
becoming specialised in dealing with a particular 
sector of the investor demand. Indeed, among the ten 
cases examined in this thesis there is no evidence of 
the same developer operating simultaneously with 
both sectors of the office investment market. 
Moreover, among those involved with the institutional 
investor market there are indications of a relative
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specialisation in the development of offices. 

Conversely, although each `structure of agency' 
appeared to have had its own dynamics, they all were 
part of the same economy, they competed basically for 
the same user market upon which ultimately short 
and longterm rates of return depended, they 
depended on the same construction industry to 
provide labour and building materials and on the same 
land market to provide development sites. Thus, the 
activities of one `structure of agency' was bound to 
influence those of the others: the success of large 
office development operations financed by 
institutional investors in the Av. Marginal Pinheiros 
area in the late 1980s was probably influential in 
directing individual and corporate investment to 
office property in that area. Similarly, expected rates 
of return for investors and developers in one type of 
`structure of agency' are likely to have been related to 
those of the others, with direct impact on rent values 
and property prices. 

Therefore, the evidence from the cases suggests that 
the role of agency in the development process has to 
be approached in two different levels: the first is that 
of the nature of the main agents, as they constitute the 
various types of demand for, and the suppliers of, that 
space and as they relate to one another in the office 
property market in the condition of demand and 
supply; the second consists of the `structures of 
agency' that derive from the necessary links agents 
establish among themselves so as to operate within a 
particular economy and society. The specific patterns 
of behaviour of those structures regarding property 
markets and the economy indicates that they are more 
than a mere combination of individual firms, but 
agents in the production and consumption of office 
space in their own right. In this regard, `structures of 
agency' echo Ball's concept of `Structures of Building 
Provision', as historically specific sets of social 
agents involved in the `production, exchange, 
distribution and use of a built structure' (Ball 1986: 
455), through which the influence of particular sets of 
social relations on certain events may be assessed. 

5.3The Role of Agents' Perceptions of the Office 
Market 

The main agents involved in the office market in São 
Paulo conceived their strategies and took their 
decisions on the basis of their perception of that 
market, which was based on a combination of 
intuition, personal experience and expert advice, a 
combination whose actual composition varied from 
case to case, and especially from one type of agent to 
another. Consequently, there was not one common 
perception of the situation and prospects of the office 
market in São Paulo, but of a number of variations 
around a basic set of assumptions, each one mixing 

verifiable empirical elements with expectations 
derived from the agents role in the development 
process. 

Because their activities were regulated by detailed 
legislation and their financial performance was 
constantly scrutinised by the federal government, 
institutional investors tended to react to opportunities 
in the office markets according to a pattern of 
behaviour whose dynamic can be largely deduced 
from the regulatory framework limiting and directing 
the activities of pension funds, which imposed 
specific ways of dealing with investment portfolios in 
general and property in particular. This is the case 
with their preference for partnerships in which there 
was a significant financial commitment of the 
developer during construction; with their preference 
for office space already on a lease; with their pursuit 
of security in their investment in office space, often at 
the expense of larger shares of the `development 
profits'; with their willingness to accept rates of return 
in property investment that tended to be inferior to 
those of other forms of investment, but more secure on 
the longterm; with their reliance on expert advice to 
support investment decisions; with their preference 
for large developments fit for one or a few tenants. 

Conversely, individual and corporate investors 
appeared to have a conception of their participation in 
the office market which was based not so much in the 
constraints and requirements posed by a regulatory 
framework, but on their experience as businessmen 
and investors in other areas of activity, in which 
speculative operations were not uncommon, and in 
which shortterm variations in rates of return were at 
least as important as longterm perspectives. These 
agents moved into the office market, joining 
`incorporação' ventures, as they sensed the 
opportunity for large profits, in spite of high levels of 
risk and of  their  precarious knowledge of that market. 

As for property developers, the economic calculations 
that  were  on  the  basis  of  their  participation  in  a 

development were influenced  to some extent by a 
pattern of  behaviour which apparently derives from 
how developers saw themselves and their survival in a 
competitive  environment.   Evidence   indicates  that 
developers associated the success of a speculative 
development with  the confidence theythe investors of 
their ability to interpret the signals produced by the 
market and to predict its evolution more accurately 
than their competitors. Intuition and shrewdness were 
key elements in their attitude, as well as the fear that a 
public recognition of a miscalculation of the 
prospects of the market would  put them in a 
disadvantageous position regarding their 
competitors.
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For all the main agents, there were issues in which 
their perception appear to have followed the dominant 
trends in the office market, whether or not the basis 
for those trends were objectively verifiable. This 
seems to have been the case with the issue of the 
location of the development within the city. Whereas 
for some the decision to develop/invest in the Av. 
Marginal Pinheiros might have been explained by the 
specific attributes of that area, for many of them this 
preference was a result both of the realisation that a 
high proportion of the new prime office space was 
being built there, and of the dominant views on the 
best areas to locate the headquarters of a large 
company. Evidence indicates that the notion that Av. 
Marginal Pinheiros was such area was as much a 
result of its qualities as comparing to other similar 
locations as it was the product of the active 
intervention of developers and property consultants 
with vested interests in it (Magalhães 1996). Indeed, it 
is difficult to separate what was objective fact and 
what was subjective impression in widespread 
notions that the central areas and other traditional 
office locations deteriorating and irreparably 
congested, and that the advantages of the Av. Marginal 
Pinheiros area in terms of costs, position and 
accessibility were undeniable. This mix of fact and 
impression was well established as the dominant 
perception of the spatial dynamics of the city in the 
late 1980s and it certainly contributed to the 
behaviour of user towards the office market. 

Therefore, agents' strategies in the office market in 
São Paulo were a function not only of the means they 
had to assess the situation and evolution of that 
market, but also of the attitudes they had towards it as 
well, in which regulatory constraints, traditional 
concepts of property, professional ethos and 
widespread notions about the city itself played a part 
in variable degrees. Moreover, the inevitable mix of 
objectively verifiable information and ideology that 
made up both resulted from the specific structure of 
the office market in São Paulo at the time on the one 
hand, and from ideas regarding the roles in the 
development process, the nature of the city and of 
property embedded in the rules and the socially 
accepted patterns of behaviour which structured the 
property development activity and the property 
markets in the city. Instead of being the result of an 
abstract and universal form of economic rationality, 
the strategies of the agents and their actions were 
mediated by historically and locally specific, and 
therefore unique cultural patterns.
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NOTES 

i.This paper is based on empirical research work undertaken in 1993 and 1994, sponsored by the CNPq  
Conselho Nacional de Desenvolvimento Científico e Tecnológico (see Magalhães 1996). 

ii.In  his  study  of  housing  production  in  Stockholm,  Chambert  divides  the  development  process  in  four 
phases  and  four  functions:  Previous  Land  Use,  Mediating  Landownership,  Production, 
Ownership/Use (consumption); and FinanceCredit, Production, Landownership/Promotion/Property 
Ownership, Use, respectively (Chambert 1988). Edwards also mentions four stages and four functions 
in an urban development project, with emphasis on the double character of property development as 
both  investment and usable space: Previous Land Use [predevelopment], Mediation [inception; lift 
off], Development, Use [realisation] [consumption]; Finance, Production, Ownership/Promotion, Use, 
respectively (Edwards 1995). 

iii.Again, the classification of links among agents suggested here is an adaptation of Chambert's analysis 
of forms of interaction in the production and consumption of new housing in the scandinavian 
countries, in which eight of such forms are identified, namely mediating land purchase, credit for land 
purchase, land purchase for production, building contract, credit for construction, sale of 
houses/flats, owner/user relation, long term credit/mortgage (Chambert 1988: 26). 

iv.The 'incorporação' system of property development is a product of the brazilian condominium 
legislation, which allows for a developer to sell in the market fractions of a development still in the 
project stage. The purchaser pays an initial deposit of 10% to 20% of the estimated value of the 
completed property, and agrees to cover all the costs of construction as it progresses. Construction 
starts only when a proportion of the development is sold, usually not less than 50% or 60%, the 
developer being responsible for subscribing the remaining shares. When the buildings are 
completed, the investors receive the units of space for whose construction they have paid for. 

v.In  the context of São Paulo at  the  time,  the  term  institutional  investor designates exclusively company 
pension funds, the only type of such investors active in the commercial property markets. 

vi.`Development profit' is the term used in the brazilian property market to define the difference between 
the value of a completed building and its costs of production. According to some analysts, throughout 
the 1980s and early 1990s 'development profits' reached values in the order of 30% to 50% of the 
initial investment (ABRAPP 1991 a, 1991b; Magalhães 1996). 

vii.Since  1985  there  have  been  six  different  largescale  antiinflation  plans,  with  extensive  government 
intervention  in  the  economy,  and  no  less  than  four  changes  of  currency.  Three  of  them  were 
conducted by the Sarney government (19851990), based upon the control of prices, and including at 
one  time  a  general  prices  freeze.  Other  two  were  adopted  by  the  Collor  government  (19901993), 
inspired by a more orthodox concept, and were structured by a drastic reduction of the monetary basis 
of  the economy, a  rise  in interest rates, cuts in public expenditure and lower tariffs on imports. The 
last  of  these  plans  has  been  gradually  implemented  by  the Franco  (19931994) and by  the Cardoso 
(19951998) governments, so far with a much higher degree of success than that of its predecessors. 

viii.However, the assumption of an impartial objectivity in the assessment of the office market by property 
consultants  has  been  questioned  (see  Magalhães  1996).  Not  only  the  available  data  bases  were 
precarious,  but most  property  consultants  often  doubled  as  estate  agents as well,  and  therefore  they 
had other  interests  in  the property markets which are  likely  to have influenced their views on those 
markets.


